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CONFIDENTIAL KHARTOUM 0925 

E.O. 11652: GDS 

TAGS: ENRG, EFIN, SU, SA, EG 

SUBJECT: SUDAN DIVERSIFIES PETROLEUM SOURCES 

1 . OFFICIAL FROM PETROLEUM GENERAL ADMINISTRATION (PGA) 

WHO ACCOMPANIED MINISTRY OF ENERGY AND MINING ON RECENT 
TRIP TO IRAQ, EGYPT, AND SAUDI ARABIA, TOLD EMBOFF 

THAT VISIT WAS SUCCESSFUL IN DIVERSIFYING SUDAN’S PETROLEUM 
SOURCES. IN 1978 SUDAN WILL IMPORT MORE CRUDE AND 
PRODUCT (2 MILLION MT) THAN PREVIOUSLY, BUT WILL HAVE A 
SMALLER PETROLEUM BILL (INITIALLY) BECAUSE OF FAVORABLE 
PAYMENT TERMS ARRANGED BY THE SAUDIS. ACCORDING TO PGA 
SOURCE, THE PAYMENT TERMS, WHICH HE DESCRIBED AS VERY 
CONCESSIONAL, APPLY TO BOTH EGYPTIAN AND SAUDI PETROLEUM 
IMPORTS. WE ASSUME THAT SAUDIS ARE UNDERWRITING FINANCING 
OF EGYPTIAN EXPORTS. 

2. DISCUSSIONS IN IRAQ: IRAQ APPARENTLY CONTINUES TO DEMAND 
TERMS THAT ARE TOO STIFF FOR THE SUDANESE. ABU ZEID 

WAS UNABLE TO SOFTEN THE IRAQI STANCE DURING FIVE DAYS 
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OF DISCUSSION IN BAGHDAD. SUDAN WILL HONOR ITS FIVE- 
YEAR AGREEMENT TO PURCHASE ONE MILLION MT OF CRUDE 
EACH YEAR, BUT WILL MOST LIKELY SEEK OTHER SUPPLIERS 
WHEN AGREEMENT EXPIRES IN 1979. 

3. NEW SOURCES OF SUPPLY: ACCORDING TO OUR SOURCE, 

ABU ZEID HAS NEGOTIATED DELIVERIES OF UP TO 500,000 MT 
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OF CRUDE (AND SOME PRODUCT) FROM BOTH EGYPT AND SAUDI 
ARABIA IN 1978. EGYPTIAN CRUDE HAS ALREADY BEEN TESTED 
AT POST SUDAN REFINERY AND CAN BE PROCESSED THERE WITHOUT 
DIFFICULTY. SAUDI LIGHT HAS NOT BEEN PROCESSED IN THE 
SUDAN FOR TEN YEARS, BUT SUDANESE DOUBT THAT COMPOSITION 
CHANGES WILL BE SUFFICIENT TO PREVENT PORT SUDAN REFINING. 
ONE TANKER IS ALREADY UNDERWAY FROM DHAHRAN CARRYING THE 
FIRST SHIPMENT. 

4. REFINING: BECAUSE IMPORTS OF CRUDE AT THE TWO MILLION 
MT LEVEL EXCEED PORT SUDAN'S CURRENT REFINING CAPACITY, 
SUDAN IS NEGOTIATING TO TAKE SOME IMPORTS IN THE LAST HALF 
OF 1978 IN PRODUCT. KUWAIT ALREADY SUPPLIES SOME PRODUCT, 
AND SUDAN APPARENTLY HAS AGREEMENT WITH BOTH EGYPT AND 
PDRY TO REFINE SOME CRUDE FOR SUDAN. 

5. STRATEGIC RESERVE: SUDAN IS STRONGLY INTERESTED IN 
DEVELOPING A STRATEGIC RESERVE, AND PROSPECTIVE 1978 
IMPORTS OF 2 MILLION MT PROVIDE SOME SURPLUS. PGA IS NOW 
EXAMINING ON A PRIORITY BASIS OPTIONS FOR INCREASING 
THEIR INADEQUATE STORAGE FACILITIES. WE UNDERSTAND THAT 
ONE PURPOSE OF PGA DIRECTOR ABDUL FATAH'S VISIT TO THE 
UNITED STATES IN MARCH/APRIL AS A GUEST OF CHEVRON IS 

TO DISCUSS CONSTRUCTION OF 25,000 MT STORAGE TANKS WITH 
MAIOR U.S. FIRMS. UNTIL NOW STORAGE HAS NOT BEEN A 
PROBLEM SINCE THERE HAS BEEN NO EXCESS SUPPLY. 
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6. COMMENT: AGREEMENT WITH SAUDI ARABIA AND EGYPT REPRE- 
SENTS THE FIRST CLEAR INDICATION THAT THE SUDAN IS TURNING 
FAIRLY QUICKLY TO MORE "FRIENDLY" ARAB STATES FOR ITS 
PETROLEUM REQUIREMENTS. ALTHOUGH REPAYMENT TERMS CERTAINLY 
INFLUENCED SUDANESE DECISION TO SEEK CRUDE FROM THE 
SAUDIS, WE SUSPECT THAT RELIABILITY OF SUPPLY WAS ALSO A 
FACTOR. SUDAN PROBABLY FEELS SOMEWHAT UNEASY IN ITS 
HEAVY DEPENDENCE UPON IRAQ AND MAY TURN EXCLUSIVELY TO KUWAIT, 
EGYPT AND SAUDI ARABIA WHEN THE PRESENT AGREEMENT WITH 
IRAQ EXPIRES AT THE END OF NEXT YEAR. 

BERGUS 
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